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Unit 7 Annuities 
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Topic 1 Simple interest and Compound Interest 
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Using the information from Example 3, what Now try some similar problems on your own, 
would the amount and total interest be if the 

interest was not added to the previous amount at Complete the odd- or the even-numbered 

the end of each six-month period? questions from the following list. 
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When calculated this way, the total interest is 
greater compared to adding the interest just once 
at the end of the entire period. The difference is 
$1194.13-$1100.00 = $94.13. 
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= $6500(1.024 951916) 
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If you require help, do the Extra Help section. "1 

> You may decide to do both. 

If you want more challenging explorations, do the Extensions section. J 
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The time may be in days, weeks, months, or years. The time and the = $4000 + $1680 

period of time for which the interest rate is stated must be in the _ $5530 

same units. In other words, if the interest rate is per year, the time 

must be in years. If the interest rate is per month, the time must be in The tota ^ amount t0 ^ ^ ack * s $5680. 

months. 























When calculating compound interest, use the • yearly 

following formula: „ , . 
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Therefore, the interest amounts to $851.39. 
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Example 12 For more practice, do the following problems. 
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Topic 2 Introducing Annuities 
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Annuity Time Line 

i 2 3 4 5 6 Time 

| | | | |— f— ■[ — [ —I— | | (years) 

$700 $700 $700 $700 $700 $700 $700 $700 $700 $700 $700 $700 Dollars 
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If you require help, do the Extra Help section. 

» You may decide to do both. 

If you want more challenging explorations, do the Extensions section. J 
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Topic 3 Calculating the Amount and the Present 
Value for Annuities 
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= $17 236.68 (to the nearest 
cent) 






























Find the amount of an annuity for which $1032 
is deposited every two months for seven years. 
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turn to Appendix A, Topic 3. 
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The Mielke family is the beneficiary of a will. The will specifies Use the table in Appendix B to find the present value for each of 

that the Mielkes will receive $ 1500 every three months for six years. the following annuities. 

The interest is compounded quarterly at 10%/a. What sum of money 

was needed initially to set up such an annuity? 1. $350.62 paid out every six months for five years at 6%/a 

compounded semiannually 
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Activity 4 Example 7 
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Example 8 Do any three of the following five questions. 
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Both methods result in the same answer. 
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If you require help, do the Extra Help section. 1 

> You may decide to do both. 

If you want more challenging explorations, do the Extensions section. J 
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The present value of this annuity is $11 504.86. 
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The amount Maziar would have to deposit each month is $89.47. 




















































Unit Summary 



Determine the present value of an annuity by calculating the sum of the present values of the individual 
payments. 
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The interest is $601.25. 
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= $2981.58 5 - The payment interval of an annuity is the time between 

successive payment dates. 

This investment requires $2981.58 now to result in $5350 in five , _ 

years if the existing conditions are equal. 6 ‘ The P* 5110 ^ payment for an annuity is the amount paid at the 

beginning of each of the payment intervals. 
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The payment interval is every half year and the payment is 
$700. 
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= $1946.52 

The present value of the annuity is $1946.52. 
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Annuity Time Line (Present Value) 




= $654.07 + $633.79 + $614.14 + $595.09 + $576.64 + $558.76 + $541.43+$524.65+$508.38 
+$492.61 + $477.34 +$462.54 
























































m 



^|rf 







VO 



cn 


i-H 




in 

t> 



cn 





l-H 


s 

a 

X 

o 

X 

# 

o 

^|CN 

cn 

X 

l-H 

+ 

in 



CN 

i-H 

X 

OO 

+ 

OO 

-h|<s 


m 

CN 

l-H 

CN 


r- 

CN 


m 

b^ 


N - 

H 

t-H 

II 

II 

II 

II 

II 

II 

!! 

II 

II 

II 

II 

II 

II 

II 

II 




*’■** 


*< 



*** 


<K 

s: 


* , * a 



VO 

VO 

3 

lO 

*n 

CN 

X 

T-. (SJ 

r S 55 

IK O oo 
cn 




II I! 


*S u. 

S J 


fc-< n 

a 4> 

<S S 

o 

ra q 
<L> ^ 

T3 O 
2 'O 
S 4> 

*1 

2 8 . 

I i 

vn ^ 
cu 


vo 

Os 

e« 


<D 

>> 


V5 

| 
i I 


CO 

O 

a 

o 

i— 

O) 

c 

Wm 

o 

a 

x 


R 

CO 

II 


VO 

<N 

Os 

l-H 

l> 

in 

X 9 

S £ 

in so 
O CN 
«/3- 4/3- 

II II 



R 

0 $ 

II 


cn 

CN 

in 

VO 

m 

Os 

vo cn 
X oo 
vo Os 


Q Os 
O cn 
CN 1 -H 

II II 


m 

CN 

cn 

CN 

t-H 

X 

OO 

l-H 

+ 

CN 


l-H 

O 

CN 

X 

o 

q 

CN 

+ 



Tt 


l-H 

l-H 

V3- 

l-H 

CN 

OO 

^r 

II 

II 

II 

II 

II 

II 

II 

II 

II 

II 


c 





s; 


■"* 



Ik 

*n 

II 

h: 


vo 

CN 

CM 

<N in 
r-4 cn 

vo ^ 
X Os 
in 00 

CN Os 
cn i-h 

II II 


OO 

O 

OO 

r- 

OS 

<N 

X 


Ik o 
Co zr 
C< 

II 


CN 


s 

<3 


o 

*—< cn 
II II 













X 

II 

s; 


oo 

<N 


II 


■8 

■3 


I 


CS 

G 


g 


£ 



3 

d 

+ 


o\ 

fcO- 


s 


g 

8 

C/3 

8 

o 

G 

o 

s 

2 

'w' 

o 

co 

t> 

o 

r- 

*n 

5 


(N 


G 

o 

o 


8 

•s 

I 


JO 

£ 


re 

n 


CO 

in 

r- 

vo 

On 

Os 

Tt 

X 

TJ- 


ON 


G 

<D 

•5 

S o 

oo w 
ON o 
<N CO 




r- 
r- 
in in 

3 3 

ii n 



<N 

<N 


<N 

H- 


O 
CO ^ 

c/> vo 


0$ - 


CO 

II 


CN 

X 

in 

II 

s; 


o 

l-H 

II 



G 

<D 

O 


8 

etf 

G 

o 

O 


O 

tJ- 

V* 


1 

o 

s 

o 

3 

£ 


ft 


os 

II 




= $350.22x11.46388 
= $4014.880 054 
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= $30 854.05 (to the nearest cent) 
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Formula Method 3. Find the present value of the annuity. 


o 

*o 

3 


CN 

X 

Ti¬ 

ll 

s: 


Ti¬ 

ll 


+ 

tf 

tf 

o 

in 

H* 

tf 

CN 


00 

| CN 

Tf 

oo 

^ I CN 

X 

oo 

I—1 

1-H 



1-H 

Tf 

Tf 

II 

II 

II 

II 

II 

II 

II 

•-a 

in 


•— 


si 



i 

s 

I 

H 


I* 

II 


m 

in 

CN 

s 

Tf 

co 

X 

o 


in 

r- 

tt in 
Os ON 


co co 
*0 10*0 
Tf 1-1 1-H 

V* V5- 

II II II 


*o 

CN 

*o 

II 

0$ 


Tf 

H- 

tf 

O 


^ Tf 

X 
<N 

II 


+ 

1-H 


II 



ON 

1-H 

CO 

*o 

£ 

3 

o 

£ 


Q 

a 

4h 

o 

<D 

O 

*d 

a 

-S 

O 

0> 


VO <N 

II II 



■8 

a 

o 

2 

3 


t2 


*o 

CO 

CN 


oo 

*o 

s' 

s 


I 

^r 


o 

O 

+ 

T 


ii 

ftN 


o 

*o 

s 


*o 

1-H 

— o 


5? 

3 


r- 

co 

CN 

r- 

oo 

t> 

ON 

CN 

CN 

V5- 


X 

3 

CN 

CO 

oo 

ON 

VO 

V5- 

II 


Tf 

CN 

CO 

oo 

as 

vo 

II 


c3 

j=a 

•§ 


•s 

O 


as 

vo 

II 


as 

Tf *0 

i-H i-H 

as as 

1-H 1-H 

CO CO 

*o *o 

II II 


CO 

oo 

ON 

VO 


c3 

<L> 

I 

<J2 

o 

s 

4h 

o 

T3 

S 

5 

3 

<L> 

§ 

•a 

£ 

I 

C/3 

a 


o o 
11 


The cash price of the car would be $15 319.15. 















Find the present value of the annuity. 5. Find the present value of the annuity. 
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The amount which must be invested now is $ 10 192.74. The amount in the annuity at the present time is $20 630.27. 












Find the amount of the annuity. 7. Find the present value of the annuity. 

Table Method Table Method 
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The present value of this annuity is $9548.09. 




































Redeana's investment is as follows: 
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The difference in the two amounts is $1892.32. 















Check the answer as follows: Check the answer as follows: 
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